Health Care Financing Trends

The 1987 national health expenditure estimates are
examined from different perspectives in the following
fwo articles. In the first article, revised expenditure
estimates for 1984-87 are presented. A breakdown of
the type of services and producis purchased is
included, as well as the source of funds used to
Jinance health care. In the second article, health care
expenditure estimates are used to explore marginal
analysis as a policy tool for understanding health
spending in relation to our Nation’s abilily to finance
that spending. The concept of marginal analysis is
also used to examine selected periods that were
relevant to health policy and the timing of public and
private changes in health policy in the past,

National health expenditures,
1987

by Suzanne W, Letsch, Katharine R. Levit, and
Daniel R. Waldo

Highlights

The Nation’s health care bill topped $500 billion in
1987, an increase of 9.8 percent from 1986, Per capita
spending increased to a level of $1,987, almost ten
times the per capita spending of 1965. National health
expenditures (NHE), as a share of the gross national
product, continued its upward climb to 11,1 percent
in 1987, increasing from 10.7 percent in 1986 and
nearly double what it was in 1965 (Table 1).

Most of the growth in 1987 NHE was concentrated
in spending for professionat services, Expenditures for
physicians’, dental, and other professional services
grew at rates faster than overall spending. Spending
for the institutional services of hospital and nursing
home care grew at stower than overall rates, reflecting
the success of public and private hospital cost-control
initiatives implemented in the early part of this
decade,

National health expenditures

National health expenditures are divided into two
parts: health services and supplies (expenditures
related to current health care) and research and
construction of medical facilities (expenditures refated
to future health care). Health services and supplies
can be disaggregated into personal health care (the
direct provision of care), program administration and
the net cost of health insurance, and government
public health activities.

Reprint requests: Carol Pearson, LI, 1705 Equitable Building, 6325
Security Boulevard, Baltimore, Maryvland 21207.
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Personal health care

Personal health care expenditures grew 10.2 percent
to reach a level of $443 billion in 1987 (Table 2). This
translates to an average of $1,758 per person.
Personal health care includes hospital and nursing
home care, services of physicians, dentists and other
professionals, and miscellaneous other personal health
care services, as well as purchases of prescription and
nonprescription drugs and durable medical products.

Hospital and nursing home services which combine
to represent institutional services, were the slowest
growing personal health care expenditure categories
during the last 4 years. Growth rates for hospital care
spending reached a low of 6.3 percent in 1984, and
have steadily increased to a rate of 9.1 percent in
1987. During this period, hospital care spending grew
at a slower pace than total spending, reversing the
trend of the period 1978-82 when hospital growth
exceeded total spending growth.

Hospital care accounted for the largest share of
personal health spending—$195 billion in hospital
revenues representing 44 percent of personal health
expenditures. Estimates of expenditures for hospital
care include spending for both inpatient and
outpatient hospital services. Spending for drugs and
other services and supplies associated with hospital
care, including services of hospital-salaried physicians,

_ are also included in the hospital care category.

Nursing home care, the other component of
institutional care, showed slower growth than personal
health care during 3 of the last 4 years. Expenditures
for nursing home care were $41 billion and accounted
for 9 percent of personal health care spending.
Spending increased only 8.6 percent from 1986, which
was the slowest growth rate among all types of
service,

While institutional spending showed the slowest
growth in 1987, spending for the professional services
of physicians, dentists, and other professionals
showed the highest growth rates among types of
service. In a trend opposite from hospital spending,
growth in spending for physicians’ services has
outpaced that of health care since 1984. Expenditures
for physicians’ services, representing 23 percent of
personal health spending, is the second largest
personal health category. In 1987, $103 billion was
spent for physicians’ services, increasing 12.2 percent
from 1986.

Spending for other professional services grew faster
than any other type of service in 1987—as it has in
every year since 1980. At a level of 316 billion, this
category accounted for 4 percent of personal health
care spending, Home health agency services are
included in other professional services and account for
much of the growth in this category. Also included
are services rendered by chiropractors, private duty
nurses, optometrists, podiatrists, among others.
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: Figure 1
Percent change in national health expenditures and gross national product, and national
health expenditures as a percent of gross national product: 1965-87
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Spending for health generally has increased faster than has the gross national product (GNP), so that hoalth expenditures
are rising as a share of GNP.
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Figure 2
The Nation’s health dollar: 1987
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SOURCE: Heaith Care Financing Administration, Office of the
Actuary: Data from the Office of National Cost Estimates.

During 1967, 75 percent of all health expenditures were
paid by third parties—government, private health insurance,
philanthropy, and business—and 88 percent of the spending
wert for personal health care.

Spending for dentists’ services was $33 billion in
1987, increasing 11.1 percent from 1986. This
category accounted for 7 percent of personal health
spending,

The remaining 13 percent of the personal health
care dollar was spent on drugs and medical sundries,
eyeglasses and appliances, and other personal health
care. Expenditures for drugs and medical sundries
were $34 billion, increasing 8.9 percent from 1986.
Expenditures for eyeglasses and appliances were $9
billion, increasing 9.3 percent from 1986. Other
personal health care includes health care spending that
does not clearly fit in any other category or is
unspecified. This category is comprised mostly of
public expenditures—the only private expenditures are
for the operation of industrial onsite health services
(industrial inplant). Other personat health care
expenditures were $12 billion in 1987, increasing 12.2
percent from 1986.
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Other health services and supplies

Program administration and the net cost of private
health insurance (the difference between premiums
earned and benefits incurred) amounted to $26 billion.
This accounted for 5 percent of total spending,
increasing 8.4 percent from 1986. Government public
health activities amounted to $15 billion in 1987,
increasing 7 percent from 1986. Public health
activities are those functions carried out by Federal,
State, and local governments to support community
health, as opposed to care delivered to individuals.

Other national health expenditures

Expenditures for research were $9 billion in 1987,
and include all spending for biomedical research and
research in the delivery of health care by both private
and public agencies. Research expenditures of drug
and medical supply companies are not included in this
category, but are included implicitly in the
expenditure class in which the product falls. Spending
for the construction of medical facilities was $8 billion
in 1987, increasing 2.8 percent from 1986. The
previous 3 years showed a decline in this category,
which was a reaction to falling occupancy rates and
overcapacity in community hospitals.,

Financing personal health care

Third parties, through private health insurance
plans and government programs, financed almost
three-quarters of total personal health care in 1987,
The remaining 28 percent was paid by direct patient
payments in the form of coinsurance and deductibles,
as well as out-of-pocket payments for uncovered
services.

Within the general category of personal health, the
share funded by third parties varied a great deal by
type of care. The third-party share ranged from a
high of 90 percent for hospital care to a low of 25
percent for drugs and medical sundries, Third parties
paid for 74 percent of physician’s services, 39 percent
of dentists’ services, and 51 percent of nursing home
care.

Private health insurance plans paid an estimated
$139 billion in benefits in 1987, which accounted for
31 percent of all personal health spending (Table 3).
A large share of the spending for hospital care and
physicians’ services was paid for by private health
insurance—37 percent of spending for hospital care
and 43 percent of spending for physicians’ services.
The ‘“other private’ category of expenditures includes
philanthropy and industrial inplant services and
amounted to $5 billion in 1987.

Government programs spent $175 billion for
personal health care services in 1987 (Table 4). Public
programs financed 40 percent of all personal health
care expenditures including 52 percent of all hospital
care (Table 5), 31 percent of all physicians” services
{Table 6), and 49 percent of all nursing home care
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Table 1

National health expenditures aggregate, per capita, percent distribution, and annual percent
change, by source of funds: Selected calendar years 1965-87

item 1965 1970 1975 1980 1983 1984 1985 1986 1987
Amount in billions
National health expenditures M9 $75.0 $132.7 $248.1 $357.2 $388.5 $419.0 $455.7 $500.3
Private 30.9 47.2 76.4 142.9 209.7 228.8 244.0 266.8 293.0
Public 1.0 27.8 56.3 105.2 147.5 159.6 175.0 1889 207.3
Federal 55 17.7 370 71.0 102.7 1120 1231 1328 144.7
State and local 5.5 10.1 19.3 342 44.8 47.7 52.0 56.1 62.7
Per capita amount
National health expenditures $206 $349 $591 $1,055 $1,473  $1,587 $1.696 $1,827 $1,987
Private 152 220 340 608 865 835 987 1,069 1,164
Public 54 128 251 447 609 652 708 757 824
Federal 27 8z 165 302 424 458 498 532 575
State and local a7 47 86 145 185 195 210 225 249
Percent distribution
National health expenditures 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Private 73.8 63.0 57.5 57.6 58.7 58.9 58.2 58.5 58.6
Public 26.2 37.0 425 42.4 413 411 41.8 415 41.4
Federal 13.2 23.6 279 28.6 28.8 28.8 29.4 201 28.9
State and local 13.0 135 14.5 13.8 125 123 12.4 123 125
Average annual percent change from previous year shown
U.S. population - 1.0 0.9 0.9 1.0 1.0 1.0 0.9 09
Gross national product - 76 9.5 11.3 7.6 10.8 6.4 5.6 6.8
National health expenditures -_ 12.3 121 13.3 129 8.8 7.9 8.7 9.8
Private - 8.8 10.1 13.4 13.6 9.1 6.6 9.3 9.8
Public — 20.4 15.2 13.3 1.9 8.2 9.6 7.9 0.8
Federal —_ 26.1 16.0 13.9 13.1 9.0 9.9 7.9 8.9
State and local - 13.1 13.8 129 9.4 6.4 a1 8.0 1.7
Number in millions
LS. population’ 204.0 214.8 224.7 235.2 242.4 244.8 2471 2495 251.8
Amount in billions
Gross national product $705 $1,015 $1,598 $2,732 $3406  $3,772 $4,015 $4,24¢ 34,527
Percent of gross national product
National health expenditures 5.9 7.4 83 9.1 10.5 10.3 10.4 10.7 111

1July 1 social security area population estimates.

SOURCE: Health Care Financing Administration, Office of the Actuary: Data from the Office of National Cost Estimates.

(Table 7), and 20 percent of all remaining other
personal health care services (Table 8).

Medicare, the largest public financer of health care,
provided $81 billion in health care services to 32.4
million aged and disabled enrollees in 1987 (Table 9).
The majority of Medicare benefits, 66 percent,
purchased hospital care; another 27 percent bought
physicians’ services.

During the last 14 years with only one exception,
Medicare spending for physicians’ care grew 15 to 26
percent per year. Medicare expenditures for hospital
care experienced similar growth rates for 1974-82, but
that growth has slowed considerably in the last few
years because of the implementation of the
prospective payment system (PPS). As a result,
Medicare’s share of expenditures for physicians’
services grew from 13 percent in 1974 to 22 percent in
1987, its share of expenditures for hospital care
increased from 20 to 27 percent during the same
period.

In 1987, the Medicaid program spent $49 billion, 11
percent of all personal health care, on behalf of
low-income and medically indigent individuals. This
program is jointly funded by Federal and State and
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local governmenits. Medicaid is heavily weighted
towards institutional care: Program funds are evenly
split (36 percent each) between hospital and nursing
home care. The share Medicaid paid for nursing home
care has decreased from 48 percent in 1980 to 44
percent in 1987; the out-of-pocket share for nursing
home care has increased from 44 percent in 1980 to 49
percent in 1987,

Besides Medicare and Medicaid, there are many
other public sources of financing for health care
services. In 1987, these other programs paid $45
billion in personal health benefits, and represent 10
percent of personal health spending. This category
includes such programs as the Veterans’
Administration, Department of Defense, Indian
Health Service, worker’s compensation, and maternal
and child health.

Financing other health expenditures

Of the $26 billion spent on program administration
and the net cost of private health insurance, 25
percent was for public programs and the remainder
for private programs (mainly private health
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Table 2

National health expenditures aggregate and average annual percent change, by type of
expenditure: Selected calendar years 1965-87

Type of expenditure 1965 1970 1975 1980 1983 1984 1985 1886 1987
Amount in billons
National health expenditures $41.9 $75.0 $1327 $2481 $3572 $3885 $4190 $455.7 $500.3
Health setvices and supplies 38.4 69.6 124.3 238.2 3418 3r27 403.4 4393 483.2
Personal health care 359 654 117.1 219.7 314.7 340.1 368.3 401.6 4426
Hospital care 14.0 28.0 52.4 116 146.8 156.1 166.7 178.4 184.7
Physicians’ services 85 14.3 249 468 68.4 74.4 81.4 291.6 102.7
Dentists’ services 28 4.7 8.2 154 21.7 24.6 271 20.6 328
Other professional services 1.0 1.6 26 5.7 9.3 10.8 124 14.1 16.2
Drugs and medical sundries 5.2 8.0 1.9 188 245 26.5 288 N3 34.0
Eyeglasses and appliances 1.2 1.9 3.2 5.1 62 7.0 7.8 8.7 9.5
Nursing home care 241 4.7 10.1 20.4 204 31.6 M7 74 406
Other personal heafth care 1.1 21 3.8 5% 83 9.0 98 10.7 12.0
Program administration and net
cost of private health insurance 1.7 28 4.0 9.2 17.1 21.7 226 23.9 259
Government public health activities %) 14 3.2 7.3 2.9 11.0 1256 13.8 14.7
Research and construction as 5.4 8.4 119 154 15.8 15.6 164 71
Research’ 1.5 2.0 33 54 6.2 6.9 7.5 8.3 88
Construction 2.0 34 5.1 6.5 9.2 89 8.1 8.0 8.3
Average annual percent change from previous year shown
National health expenditures -_ 12.3 121 13.3 129 8.8 78 8.7 9.8
Health services and supplies - 126 12.3 13.7 13.1 9.0 82 8.9 10.0
Personal health eare - 2.8 12.4 13.4 12.7 8.1 83 9.0 10.2
Hospital care — 149 134 14.2 13.0 6.3 68 7.0 9.1
Physicians’ services - 141 1.7 13.4 135 8.8 9.3 12.6 12.2
Dentists’ services - 111 1.6 133 121 13.4 10.2 90 . 111
Other professional services - 9.1 10.4 16.8 17.9 16.0 14.6 134 15.2
Drugs and medical sundries - R 83 9.4 9.3 8.t 7.6 9.9 8.9
Eyeglasses and appliances - 107 10.1 89 71 13.0 10.3 1.6 9.3
Nursing home care - 17.8 16.4 15.2 13.0 7.7 9.6 7.8 8.6
Other personal healih care - 125 12.8 8.5 12.1 7.3 8.3 95 12.2
Program administration and net
cost of private health insurance - 10.1 7.2 18.1 231 26.4 4.1 6.0 84
Government public health activities - 19 17.2 18.2 10.9 10.2 14.4 9.6 7.0
Research and construction - 9.0 92 7.3 88 24 -1.0 49 4.5
Research’ -_— 54 141 10.3 4.2 121 9.2 104 6.2
Consgtruction — 11.4 8.1 5.1 124 -4.1 -89 -0.3 28

TResearch and davalopment expenditures of drug companigs and other manufacturers and providers
from “‘research expenditures,” but they are included in the expendilure class in which the product falls.

of medical equipmont and supplies are excluded

SOURCE: Health Care Financing Administration, Office of the Actuary: Data from the Office of National Cost Estimates.

insurance). Goverament public health activities are
financed by Federal (11 percent), and State and local
governments (89 percent). An example of Federal
government public health would be the Centers for
Disease Control in Atlanta that targets diseases rather
than beneficiary populations, Activities of State and
local health departments comprise most of the State
and local public health programs.

The Federal government financed the largest
amount for research, with funds totaling 7 billion,
most of which was spent by the Nationa! Institutes of
Health, Of the 38 billion spent on construction of

Health Care Fimancing Review/Winter 1988/ Volume 10, Nunber 2

medical facilities in 1987, 32 percent came from public
sources, and the remainder was financed by private
SOUICeS.
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Table 3

National health expenditures, by source of funds and type of expenditure;
Selected calendar years 1980-87

Private Government
Al Consumer State
private Private and
Year and type of expenditure Total funds Total Ditect  insurance  Other Total Federad local
Armount in bitlions
1980
National heaith expenditures $2481 $1429 $1356  $63.0 $7286 $73 $1062 $7T1.0  $M42
Heatth services and supplies 236.2 138.7 135.6 63.0 726 30 a7.5 65.8 nz
Personal heahh care 219.7 13.2 130.5 63.0 67.5 27 86.5 62.5 240
Hospital care 101.6 47.7 46.6 79 38.7 11 539 419 128
Physicians’ services 46.8 4.2 342 4.2 20.0 0.0 12.6 0.6 3.0
Denfists’ services 154 14.8 14.86 10.1 4.7 — 0.6 0.3 0.3
Other professional services 8.7 4.2 4.2 28 14 01 14 1.0 04
Drugs and medical sundries 18.8 171 171 15.0 2.2 - 16 08 08
Eyeglasses and appliances 5.1 4.5 45 41 0.4 — 0.6 0.5 0.1
Nursing homse care 20.4 8.2 9.1 B9 0.2 0.1 1.2 6.0 5.2
Other personal health care 5.9 1.4 — -_ - 14 45 a 1.4
Program administration and net
cost of private health insurance 8.2 5.4 5.1 - 5.3 0.3 3.8 2.0 1.7
Government public health activities 7.3 - — - - - 73 1.3 6.0
Research and construction 119 43 - —_ —_ 43 7.7 52 24
Research 5.4 03 - - -_ 0.3 5.1 4.7 0.5
Construction 6.5 4.0 — - _ 40 25 0.6 20
1983
National health expenditures $357.2 $200.7 $190.4 $83.7 $1909.7 $11.3  $1475 $1027 $448
Health services and supplies 3418 202.8 198.4 88.7 100.7 4.5 13689 96.9 421
Personal health care N4z 190.6 186.7 88.7 98.0 40 1241 929 3141
Hospital care 146.8 70.0 66.2 13.3 54.9 1.8 76.8 60.4 16.4
Physicians’ services 68.4 49.0 48.9 19.3 296 00 195 15.6 38
Dentists’ services 21.7 21.2 21.2 138 7.3 —_ 0.8 03 0.3
Cther professional services 9.3 6.6 85 4.4 21 o1 27 2.0 0.7
Drugs and medical sundries 24.5 223 223 19.2 a2 - 2.1 11 1.1
Eyeglasses and appliances 8.2 52 8.2 45 0.7 -_ 1.0 0.9 0.1
Nurging home care 284 14.6 14.4 14.1 0.3 0.2 14.8 8.1 6.7
Other personal health care 83 1.8 —_— -— - 18 65 4.5 2.0
Program administration and net
cost of private health insurance 17.1 12.2 11.7 - 1.7 0.5 49 2.7 2.3
Government public health activities 9.9 — —— - — - 9.9 1.3 8.7
Research and construction 15.4 6.8 - - - 6.8 8.6 59 27
Research 8.2 04 _— _ -— 04 58 52 06
Construction 92 6.5 —_ _ — 8.5 28 0.7 21
1984
Natlonal health expenditures $388.5 $228.8 $2176  $95.7 $121.9 $11.2  $1508 $112.0 $47.7
Health services and supplies a72.7 ga22 217.6 95.7 1219 4.6 150.5 105.4 45.1
Personal health care A40.4 205.0 201.0 96.7 106.3 4.0 1358.1 2 339
Hospital care 166.1 723 706 141 56.5 1.7 839 66.0 17.9
Physiclans’ services 74.4 §3.3 53.2 200 333 0.0 7.2 169 4.3
Dentists’ services 24.6 24.1 241 155 8.6 - 05 0.3 03
Other professional services 10.8 7.5 7.4 5.0 24 0.1 33 24 [1X:]
Drugs and medical sundries 26.5 240 240 20.5 35 — 24 1.2 13
Eyeglasses and appliances 7.0 58 58 5.0 0.8 - 1.2 1.1 0.1
Nursing home care 316 16.0 158 155 0.3 0.2 15.6 a5 71
Other personal health care 9.0 20 - -_ 2.0 8.9 4.8 2.1
Program administration and net
cost of private health insurance 21.7 171 16.6 —— 16.6 0.5 4.5 29 1.8
Government public health activities 11.0 —_— — —_ -_— — 1.0 1.4 9.6
Research and construction 15.8 8.7 —_ — —_ 8.7 9.1 8.6 25
Ressarch 6.9 0.5 — -_ - 0.5 6.4 58 0.6
Construction 8.9 8.2 - - - 6.2 27 0.7 1.9
Sea footnotes at end of table,
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Table 3—Continued

National health expenditures, by source of funds and type of expenditure:
Selected calendar years 1980-87

Private Government
Al Consumer State
private Private and
Year and type of expenditure Total funds  Total Direct insurance Other  Total Federal local
1085
National health expenditures $419.0 $2440 %2328 $103.7 $129.1 $11.1 $175.0 $123.1 $652.0
Health sarvices and supplies 403.4 238.0 2328 103.7 129.1 5.2 165.4 1159 495
Peraonal health care 368.3 2203 2157 103.7 112.0 46 148.0 1M11.3 36.7
Hospital care 168.7 76.2 74.2 15.4 58.9 20 80.5 713 19.2
Physicians' services 814 57.2 57.2 216 356 0.0 241 19.3 4.8
Dentists’ services 2r.1 26.6 26.8 168 8.7 — 0.6 0.3 0.3
Other professional services 2.4 84 83 54 29 0.1 4.0 28 12
Drugs and medical sundries 28.5 256 25.6 218 a8 - 29 1.4 1.5
Eyeglasses and appliances 7.8 6.3 6.3 54 09 - 15 1.3 0.2
Nursing home care 34.7 178 17.5 7.2 0.3 0.2 16.9 95 74
Qther personal health care 9.8 2.2 -_ - -_ 22 76 53 22
Program administration and not
cost of private health insurance 2286 17.7 171 - 171 06 48 3.2 16
Government public health activities 126 - - - -_ -_ 125 14 1.2
Research and construction 15.6 8.0 _ —_ - 6.0 8.6 7.2 25
Reseaarch 75 05 -_ -— -_ 0.5 7.1 6.3 0.7
Construction 8.1 65 - —_ _ 5.5 26 0.8 1.7
1988
National health expendiures $456.7 32668 $2651 $1128 $1424 $11.7 $1889 $1328  §56.1
Heailth services and supplies 439.3 260.5 2551 1126 1424 55 178.8 125.0 53.7
Personal health care 4018 2421 237.3 1126 124.6 4.8 159.6 120.3 39.2
Hospital care 1784 83.1 81.1 16.7 64.4 20 95.4 75.4 20.2
Physicians’ services 9.6 62.9 63.9 237 40.2 0.1 276 22.4 53
Dentists’ services 296 289 28.9 18.2 10.6 _ 0.6 0.3 0.3
Other professional services 14.1 8.5 9.4 5.7 .7 01 4.6 32 14
Drugs and medical sundries a3 279 279 227 4.2 - 34 1.7 1.7
Eyeglasses and appliances 8.7 69 6.9 59 1.0 - 1.7 1.6 0.2
Nursing home care 374 194 19.1 8.8 0.3 0.3 18.0 10.2 7.8
Other personal health care 107 24 —_ — —_— 2.4 8.3 59 24
Program administeation and net
cost of private heakh insurance 23.9 185 17.8 - 17.6 0.6 55 33 22
Government public health
activities 13.8 —_ — — —_ _ 138 1.4 123
Research and construction 18.4 8.2 —_ - -_— 82 10.1 7.8 24
Regearch 8.3 0.7 — — —_ 0.7 7.6 6.8 0.8
Construction 8.0 5.6 —_ _ - 56 25 0.9 16
1967
National health expenditures $5003 $203.0 $2808 $123.0 $1578 $122 $207.3 $144.7  $62.7
Health services and supplies 483.2 286.7 2808 123.0 157.8 59 196.5 136.3 60.2
Personal heafth care 4426 267.3 262.1 123.0 13841 53 175.3 3.2 4.1
Hospital care 194.7 9246 80.4 18.5 71.9 22 102.2 80.0 222
Physiclans’ services 102.7 709 709 26.3 448 01 31.8 25.7 6.1
Dentists’ services Rze 922 322 20.0 12.1 - 0.7 03 0.3
Other professional services 16.2 10.8 10.7 6.4 43 0.1 5.4 36 1.8
Drugs and medical sundries 340 0.2 30.2 255 47 - 39 19 2.0
Eyeglasses and appliances 8.5 73 7.3 8.3 1.1 — 21 19 0.2
Nursing home care 40.6 206 20.4 20.0 04 0.3 19.9 1.1 8.9
Other personal health care 12.0 26 - —_ —_ 2.6 9.4 6.7 2.7
Program adminisiration and net
cost of private health insurance 269 194 18.7 —_ 18.7 0.7 6.6 3.5 3.1
Government public health
aclivities 14.7 — _ — —_ -_ 14.7 1.8 131
Research and construction 171 6.3 - - - 8.3 10.8 84 24
Ressarch 88 0.6 — — —_ 0.6 8.2 7.4 0.8
Construction 8.3 5.7 — a— —_— 57 26 1.0 1.6

NOTES: Research and devalopment expenditures of drug companies and other manufaciurers and providers of medical equipment and supplies are
excluded from noncommercial research, being implicitly included in the value of the good or service being produced. “Other private funds" include
spanding by philanthropy, industrial inplant health services, and privately financed construction. 0.0 dencies legs than $50 milion.

SOURCE: Health Care Financing Administration, Office of the Actuary: Data from the Office of National Cost Estimates,
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Table 4

Personal health care expenditures aggregate, per capita, and percamt distribution, by source of
" funds: Selected calendar years 1980-87

Third parties
Government
Direct All Privala  Other State
patient third heafth private and

Year Total payments parties insurance  funds Total  Federa local  Medicare' Medicaid®

Amount in biions
1980 $219.7 $83.0 $156.7 $67.5 $2.7 $86.5 $62.5 $24.0 $35.7 $252
1983 314.7 a8.7 228.0 8.0 40 124.1 929 IR 574 39
1984 3401 95.7 244.4 105.3 4.0 135.1 101.2 339 63.0 384
1985 388.3 103.7 264.6 1120 48 148.0 1113 35.7 60.3 40.3
1966 408 1126 289.0 1246 48 1596 120.3 a2 74.6 436
18687 4426 123.0 196 139.1 53 176.3 131.2 441 81.2 49.4

Per capita amount
1980 304 $268 $666 $2e7 $n $368 $266 $102 & ]
1983 1,208 368 982 404 18 512 383 128 & ()
1084 1,389 301 998 430 17 852 413 138 O O
1985 1,490 420 1,071 453 19 599 450 148 (] ']
1588 1,610 452 1,159 S00. 19 640 482 157 (] )
1987 1,768 488 1,270 552 21 698 529 175 & (]

Percent distribution
1960 100.0 20.7 71.3 307 12 204 28.4 10.9 16.2 115
1983 100.0 28.2 718 KIA] 1.3 394 295 99 183 10.8
1984 100.0 26.1 71.9 31.0 1.2 7 29.7 10.0 185 10.7
1085 100.0 202 e 30.4 1.2 402 30.2 10.0 88 10.9
1866 100.0 28.0 720 o 1.2 39.7 30.0 2.8 10.6 109
1887 100.0 27.8 72.2 4 1.2 39.6 20.6 10.0 18.4 1.2
'sumt of Federal funds.

28uheet of Federal and State and local funds,

ICaiculation of per cepita estimates is inappropriate.
NOTE: Per capila amounts based on July 1 social security area population sstimates.
SOURCE: Heahh Care Financing Administration, Office of the Acwary: Data from the Office of National Cost Estimates.
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Table 5

Hospital care expenditures aggregate, per capita, and percent distribution, by source of
funds: Selected calendar years 1980-87

Third parties
Government
Direct Al Private Other Suate
patient  third heath  private and

Year Total paymenis parties Insurance funds Total Faderal local Medicare' Medicaid®

Amoumt in bilions
1880 $1016 $7.9 $93.7 $30.7 $14 $53.9 $41.1 $128 $259 $9.6
1283 148.8 133 1338 54.9 18 76.8 80.4 18.4 408 12.
1964 156.1 t4.1 1420 56.5 17 239 66.0 17.9 4.5 139
1985 166.7 154 1514 58.9 20 90.5 a3 19.2 482 14.9
1986 1784 18.7 161.7 644 20 95.4 75.1 20.2 50.4 15.8
1887 1947 185 1782 719 22 1022 80.0 22 533 178

Per capita amount
1980 $432 $4 $308 $165 $5 $229 $175 $55 O )
19883 608 55 551 227 7 817 249 &8 ') )
1984 638 58 580 )| 7 343 270 73 i) ()
1985 675 82 612 238 8 366 288 78 i) ()
1988 715 67 648 258 8 382 301 81 O ™
1867 773 73 700 268 9 406 318 88 & i)

Pearcent distribution
1980 100.0 78 82.2 8.1 11 83.1 404 126 285 9.4
1983 1000 9.0 91.0 37.4 1.2 523 9.2 1.2 27.6 88
1984 100.0 8.0 91.0 36.2 1.1 53.7 423 1.4 285 8.9
1985 100.0 9.2 90.8 35.3 1.2 54.3 2.7 115 289 8.0
1966 100.0 9.4 90.6 38.1 11 534 421 1.3 282 89
1887 100.0 25 0.5 96.9 11 525 41.1 1.4 27.4 9.1
1Subsot of Fedesal funds.
25ubeat of Foderal and State and local funds,

of per capita. estimotos is inappropriate.

NOTE: Per capita amounts based on July 1 socia) security area population estimates.
SOURCE: Mealth Care Financing Administration, Office of the Actuary: Data from the Office of Nationai Cost Estimates.
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Table 6

Physician care sxpenditures aggregate, per capita, and percent distribution, by source of
funds: Selected calendar years 1980-87

Third parties
Government
Direct All Private COther State
patient third health private and

Year Total paymenis parties insurance  funds Total Federal local Medicare’ Medicaid®

Amount in billions
1960 $46.6 $14.2 $32.6 $20.0 $0.0 31286 $9.6 $3.0 $79 $24
1983 60.4 19.3 491 29.6 0.0 18.5 1586 3.8 134 29
1984 744 20.0 54.5 333 0.0 21.2 18.9 4.3 14.5 31
1985 81.4 216 59.7 35.6 0.0 24.1 19.3 4.8 16.7 as
1986 91.6 23.7 67.9 40.2 01 276 224 5.3 19.3 a9
1987 102.7 263 76.4 44.6 0.1 ns 257 6.1 22,3 4.4

Per capita amount
1980 $199 $61 $139 $85 $0 $54 $41 13 & ®
1983 282 80 202 122 0 a0 64 16 &) ]
1984 304 82 222 136 0 86 69 17 ﬁ (]
1985 329 88 242 144 0 98 78 19 ® )
1986 367 95 272 161 0 111 90 2 ] e
1987 408 104 304 177 0 126 102 24 @ ¢

Percent distribution
1980 100.0 304 69.6 426 01 26.9 206 6.3 16.9 5.2
1963 100.0 28.3 7.7 43.2 01 2084 228 5.6 196 4.3
1984 100.0 26.8 732 44.7 0.1 28.4 227 57 19.5 42
1985 100.0 26.6 73.4 43.7 01 29.7 23.8 59 20.5 4.3
1986 100.0 25.9 741 43.9 0.1 30.2 244 58 211 4.3
1987 100.0 256 74.4 43.4 0.1 0.9 251 59 1.7 43
ISubset of Federal funds,

25ubsot of Federal and State and iocal funds.
aiculation of per capita estimates is inappropriate.

NOTES: 0.0 denotes lass than $50 milllon for aggregate amounis, and § denotes less than $.50 for per capita amounts. Per capita amounts bassd on
July 1 social sacurity area population estimates.

SOURCE: Heaith Care Financing Administration, Office of the Actuary: Data from the Office of National Cost Estimates.
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Table 7

Nursing home care expenditures aggregate, per capita, and percent distribution, by source of
funds: Selected calendar years 1980-87

Third parties
Government
Direct All Private Other Stats
patient third health private and

Year Total payments parties insurance funds Total Federal local Medicare’ Medicaid®

Amount in billions
1980 $20.4 $8.9 $115 $0.2 $0.1 3112 $6.0 $5.2 $0.4 $0.8
1683 29.4 14.1 15.3 0.3 0.2 14.8 8.1 67 05 13.0
1984 31.6 155 16.1 0.3 0.2 15.6 85 7.1 0.5 138
1985 4.7 17.2 17.4 0.3 0.2 16.9 95 7.4 05 15.0
1586 37.4 18.8 18.6 0.3 0.3 18.0 10.2 78 0.6 16.0
1667 40.6 20.0 20.8 0.4 03 19.9 1.1 89 0.6 17.8

Per capita amount
1980 $67 $38 $49 $1 $1 $48 $26 $22 & (]
1983 121 58 63 1 1 61 33 28 (] &
1984 129 63 66 1 1 64 35 29 O ()
1985 140 70 71 1 1 68 38 30 () ¢
1986 150 75 74 1 1 i M a3i ] ]
1987 161 79 82 2 1 79 44 35 (] ]

Percent distribution
1980 100.0 43,6 58.4 0.9 0.6 54.9 238 25.3 19 48.0
1983 100.0 480 52.0 0.9 0.7 50.4 27.5 209 1.8 44.4
1984 100.0 49.0 51.0 0.9 0.7 49.4 26.9 224 1.7 437
1985 100.0 49.7 50.3 0.9 0.7 48.7 27.3 214 1.6 43.4
1988 100.0 50.3 497 0.9 0.7 48.1 27.3 208 1.5 428
1987 100.0 49.3 50.7 0.9 0.7 49.1 27.3 21.8 1.4 43.9
T5ubast of Federal funds.
2g5ubset of Federal and State and local funds,

of par capita estimates is inappropriate.

NOTE: Per capita amoumts based on July 1 social security area population estimates.
SOURCE: Heaslth Care Financing Administration, Office of the Actuary: Data from the Office of Matlonal Cost Estimates.
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Table 8

Other personal health care expenditures’' aggregate, per capita, and percent distribution, by
source of funds: Selected calendar years 1980-87

Third parties
' Government
Direct AR Private Other State
patient third health private and

Year Total payments parties insurance  funds Total  Federal local Medicare® Medicaid®

Amount in billions
1980 $50.9 $32.0 $18.8 $8.6 $1.5 $8.7 $5.7 $3.0 $1.5 $34
1983 70. 42.0 28.1 13.2 1.9 13.0 8.8 42 A0 8.1
1964 779 46.1 318 15.2 21 144 9.8 4.7 . 35 5.6
1985 85.5 495 36.1 17.3 23 16.5 1.2 53 39 68
19686 543 53.5 40.8 19.7 25 18.6 128 59 4.4 79
1987 1046 58.2 46.4 222 28 214 14.5 6.9 5.1 84

Per capita amount
1960 $216 $136 $80 $37 $6 $37 $24 $13 “ &
1983 289 173 116 55 8 54 36 17 “ ()
1984 318 188 130 62 g 59 40 19 “ )
1986 346 200 148 70 9 67 45 22 4 )
1986 a7s 214 164 79 10 74 51 24 * Iy
1987 415 231 184 a8 1 85 57 28 (] “

Percent distribution
1980 100.0 63.0 o 17.0 29 17.2 1.2 59 29 8.7
1983 100.0 589 40.1 18.9 2.7 18.5 126 6.0 4.3 7.2
1984 100.0 59.2 408 195 2.7 185 125 6.0 45 7.2
1985 100.0 578 422 202 2.7 19.3 131 6.2 45 79
1986 100.0 56.7 433 209 27 19.7 134 8.3 4.7 8.4
1987 100.0 55.7 44.3 21.2 26 20.56 138 6.6 49 9.0
Yporsonal heath care expenditures other than thoss lor hosplial care, physicians’ services, and nursing home care.
2Gubeet of Foderal funds.

of Federal and State and local funds,

of per capita estimates is inappropriate.
NOTE: Par capita amounts based on July 1 social security area population astimates.
SOURCE: Health Care Financing Adminlsiration, Office of the Actuary: Data from the Office of National Cost Estimales.
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Table 9

Personal health care expenditures, by type of expenditure and selected source of funds: Selected
calendar years 1980-87

Other Drugs Eyeglasses Nursing Other

Hospital Physicians’ Dentists’ professional and and home personal
Source of payment Total care sefvices  services services  sundries appliances carg care
1980 Amount in billions
Personal health care
expenditures $219.7 $101.6 $46.8 $15.4 $5.7 $18.8 $5.1 $20.4 $5.9
Direct patient
payments 63.0 79 14.2 10.1 28 15.0 4.1 8.9 -
Third-party paymenis 156.7 93.7 26 53 29 as 0.9 11.5 59
Private health
insurance 67.5 38.7 20.0 4.7 1.4 2.2 0.4 0.2 —_
Other private 2.7 1.1 0.0 — 0.1 —_ -_ 0.1 1.4
Government BB.5 53.9 126 0.6 1.4 1.6 0.6 11.2 45
Federal 62.5 411 9.6 0.3 1.0 0.8 05 6.0 a1
Medicare 35.7 25.9 79 — 07 -_— 0.4 04 0.4
Medicaid 13.6 52 1.3 0.3 0.3 0.8 — 5.3 0.5
Other 13.1 10.0 0.4 0.1 0.0 0.0 01 0.4 2.1
State and local 24.0 128 ao 0.3 0.4 0.8 0.1 52 14
Medicaid 1.6 4.4 1.1 0.2 0.3 0.6 — 4.5 0.4
Other 124 8.4 1.8 0.0 0.2 0.2 0.1 0.7 1.0
Total Medicaid 25.2 9.6 2.4 0.5 0.6 1.4 — 9.8 0.9
1983
Personal health care
expanditures $314.7 $146.8 $68.4 1.7 $9.3 $24.5 $6.2 $20.4 $8.3
Direct patient
payments 88.7 13.3 19.3 13.8 4.4 19.2 4.5 141 —
Third-party paymenis 226.0 133.6 48.1 7.9 4.9 53 1.7 15.3 8.3
Private health
insurance 98.0 54.9 296 7.3 21 3.2 0.7 03 —
Other private 4.0 1.8 0.0 — 0.1 —_ -_ 0.2 1.8
Government 1241 78.8 185 0.6 2.7 2a 1.0 14.8 6.5
Faderal 92,9 60.4 156 0.3 20 11 0.9 8.1 4.5
Medicare §7.4 40.5 13.4 — 1.4 —_ 0.8 0.5 0.8
Medicaid 18.3 69 1.6 03 0.6 1.0 - 7.0 0.9
Other 17.2 13.0 0.6 0.0 0.1 0.1 0.1 05 28
State and local 34 16.4 38 ¢3 0.7 1.1 0.1 6.7 2.0
Medicaid 157 8.0 1.3 0.2 0.5 0.9 — 6.0 0.8
Other 15.5 10.4 25 0.0 0.2 0.2 0.1 0.7 1.3
Total Medicaid 339 129 2.9 05 1.0 1.9 — 13.0 1.7
1984
Peorsonal health care
expenditures $340.1 $156.1 $74.4 $24.6 $10.8 $26.5 $7.0 $31.8 $0.0
Direct patient
payments 95.7 14.1 20.0 15.5 5.0 20.5 5.0 15.5 -—
Third-party paymanis 244 .4 142.0 54.5 81 5.8 59 20 16.1 9.0
Private health
insurance 105.3 56.5 33.3 8.6 24 35 0.8 0.3 —
Other private 4.0 1.7 0.0 —_ 0.1 —_ — 0.2 20
Government 135.1 839 212 05 33 24 1.2 15.6 6.9
Federal 101.2 66.0 16.9 0.3 24 1.2 1.1 85 48
Medicare 63.0 4.5 14.5 — 1.6 — 1.0 0.5 0.9
Medicaid 19.3 7.3 1.7 02 0.7 1.1 —_ 7.3 0.9
Other 18.8 14.2 0.7 0.0 04 0.1 0.1 0.7 3.0
State and local 33.9 179 4.3 0.3 09 1.3 0.1 74 21
Medicaid 171 &5 1.4 0.2 0.7 1.0 —_ €5 0.8
Other 181 1.3 28 0.1 0.2 0.3 0.1 0.6 1.4
Total Medicaid 36.4 139 341 0.4 14 21 —_ 138 1.7
Ses fovtnotes at end of lable.
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Table 9—Continued

Personal health care expenditures, by type of expenditure and selected source of funds: Selected
calendar years 1980-87

Other Drugs Eyeglasses Nursing Othar

Hospital Physicians’ Dentists’ professional and and home personal
Source of payment Total care services  services  servites  sundries appliances care care
1985 Amount in billions
Personal health care
expenditures $368.3 $166.7 $81.4 $27.1 $124 $28,5 $7.8 $34.7 9.8
Direct patient
payments 103.7 15.4 21.6 16.8 54 21.8 5.4 17.2 —_—
Third-party payments 264.6 151.4 59.7 10.3 7.0 6.7 23 17.4 8.8
Private health
insurance 12,0 58.9 35.6 9.7 29 as 0.9 0.3 -
Othar private 46 20 0.0 —_— o1 -_ — 0.2 2.2
Government 148.0 80.5 241 06 4.0 2.9 1.5 169 7.6
Federal 111.3 71.3 19.3 0.3 2.8 1.4 1.3 a5 53
Medicare 69.3 48.2 16.7 — 1.7 — 1.2 0.5 1.0
Medicaid 221 8.2 1.9 03 1.0 1.4 - 82 1.1
Other 19.9 149 0.7 0.0 0.1 0.1 0.1 07 33
State and local 36.7 19.2 48 0.3 1.2 1.5 0.2 7.4 2.2
Medicaid 18.2 6.8 1.6 0.2 0.9 1.1 - 68 0.8
Other 18.5 125 a2 0.1 0.3 0.3 0.2 06 15
Total Medicaid 40.3 149 as 05 2.0 25 —— 15.0 1.8
1986
Parsonal health care
expenditures $401.6 $1784 $91.6 $20.6 $14.1 $1.3 $8.7 $37.4 $10.7
Direct patient
payments 112.6 16.7 23.7 18.2 8.7 23.7 5.9 18.8 —
Third-party payments 289.0 161.7 679 11.4 8.3 7.6 27 18.6 10.7
Private health
ingurance 124.6 64.4 40.2 10.8 37 42 1.0 0.3 —
Other private 4.8 20 0.1 — 0.1 -_ - 0.3 24
Government 159.6 95.4 27.6 06 4.6 34 1.7 18.0 8.3
Federal 120.3 751 224 0.3 32 1.7 1.6 10.2 59
Medicare 74.6 50.4 193 —_ 1.8 — 1.4 0.6 1.1
Medicaid 24.2 8.8 2.2 0.3 1.3 1.6 — 88 1.2
Other 21.5 15.9 0.8 0.0 o1 0.1 0.1 0.8 36
State and local 9.2 20.2 53 0.3 1.4 1.7 0.2 7.8 24
Medicaid 19.4 7.0 1.7 0.2 11 1.3 - 7.2 0.9
Other 19.9 13.2 s 0.1 03 0.4 0.2 06 16
Total Medicaid 43.6 15.8 39 0.5 24 29 — 16.0 21
1987
Personal health care
axpenditures $442.6 $194.7 $102.7 $32.8 $18.2 $34.0 $9.5 $40.6 $12.0
Direct patient
payments 123.0 18.5 26.3 20.0 6.4 25.5 8.3 20.0 —-—
Third-party payments 3196 176.2 76.4 128 9.8 8.6 3.2 20.6 12.0
Private health
ingurance 1391 71.9 446 12.1 4.3 4.7 1.1 0.4 —_
Other private 53 2.2 0.1 —_ 01 -_ — 0.3 26
Government 175.3 1022 3.8 0.7 54 39 21 19.9 9.4
Federal 131.2 80.0 25.7 0.3 36 1.9 1.9 1.1 6.7
Madicare 81.2 53.3 22.3 — 2.0 - 1.8 0.6 1.3
Medicaid 26.8 9.7 24 0.3 1.5 1.8 — 9.6 14
Other 23.2 17.0 1.0 0.0 01 0.1 0.1 0.9 40
State and local 44.1 222 6.1 0.3 1.8 20 0.2 89 27
Medicaid 226 8.1 2.0 0.3 1.5 1.6 - 82 1.0
Other 21.5 141 4.1 01 0.3 0.4 0.2 0.6 1.7
Total Medicaid 49.4 17.8 4.4 0.6 a0 3.4 -_ 17.8 24

NOTES: 0.0 denotes less than $50 milkon. Medicaid expenditurss include Part B premium payments to Medicare by States under “buy-in’' agreements to
cover premiwms for eligible Mediceaid reclipients.

SOURCE: Healih Care Financing Administration, Office of the Actuary: Data from the Office of National Cost Estimates,
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